/\“,.._.ux..“lﬁ. W




@ CONTENTS
Section Page
i 200 TAXATION. ... -3
205 Source of Funds_______ . _______._.__.. e e T-3
' 0l-—Empleyer contributions_____._ .. . ... - T-3
02—Standard rates_ el T-4
03—Taxable wage base_ . i eima- T-4
04—Employee contributions_ . .. . - .. T-4
/ 05—Financing of administration______.___ ______________.._.__ T-5
06—8peeinl State funds_ ..o T~6
- 210 Typeof Fund.___ .. e TG
215 Lixperience Rating_ ... T-7
01—TFederal requirements for expericnee rating_ .. T-7
‘ 02—State requircments for experience rading_ .. ____________ .. -7
220  Types of Formulas for Experience Rating .. _______________ T-7
0t—Reserve-ratio formula__ .. L. __._ T-8
02— Benefit-ratio formula____ .. __ . ... __ T-4
‘ 03-—Benefit-wage-ratio formuln_ o __________. T-9
04—Compensable-separation formula. .. e mmm—aan T-10
05—Payroll variation plan.._________ P T-11
‘ 225 Transfer of Kmployers’ Experienee. o .. ____._ ~12
230 Differences in Charging Methods ... ... T-13
01—Charging most vecent employers__ . ..o ___._ T-13
02— Charging base-period employers in inverse chronological
‘ order. . o aeiaem—a- 14
(3—Charges in proportion lo base-period wages_ - oo ..o __. T-15h
235 Noneharging of Benefits. .. . . eaan- T-15
‘ 240  Reguirements for Reduced Rales. - oo oo __oo._._._ T-17
01—Prerequisites for any reduced rates.___ . .o ... T-17
02—Requirements for reduced rates for individusl employers ... T-17
245 Rates and Rate Schedules_ _ L .. T-17
‘ 01— TFund requirements for rates and rale schedules_ ... . __ T-18
02—Rate reduection through voluntary contributions____.____.. T-1%
03—Computation dates and effective datea. .. ... ... ... T-18
Od—Minimuam rates.o . o meea- T-19
‘ 05-—-Maximum rales. o o eacm e T=i0
06— Limitation on rate inereases. ... oo aooo_o.. T-19
‘ 07—Current contribution rates__ . .. eiva- T-19
TABLES
Number Page
‘ TT-1 Sununary of experivnee-rating provisions, 51T Sales. .o ..uo. . T
TT-2 Computation date, cffective dale for new rales, and minimum
period of expericnce required  nneder State expericnec-rating
PTOVISIONS . Lo e cmemaaman T
‘ TF-3  Years of benelits, conlributions, and payrolls used in compitling
rates of employers with af loast 3 yeaes of expericnee, by type
of capurience-raling fornanla. oo T3
‘ T4 Trawsfer of expericnes for cmployer rates, 51 Slales. oo oee e vaa- TT-7
T-1

Rov. Auvgust 1946




TAXATION

Number Page
TT-5 Employers charged and benefits excluded from charging, 48

States which charge benefits or benefit dérivatives. __________ TT-9
TT-6 Fund requirements for any reduction from standard rate and

for most favorable schedule, 51 States. . ____________________ TT-11
TT-7 Fund conditions under which least fuvorable schedule is applica-

ble, 18 States without provision for suspension of reduced rates. TT-13
TT-8 Current contribution rates_____________.____ ... _______. ... TT-14

1-2

Rov. August 1966

- 4N BEEh @R aEm s

1

h



200. TAXATION

The financing pattern of the State laws is influenced, by the Federal
Unemployment Tax Act since employers may credit toward the Fed-
eral payroll tax the State contributions which they pay under an
approved State law. They may credit also any savings on the State
tax under an approved experience-rating plan. There is no Federal
tax on employees.

The increase in the Federal payroll tax from 3.0 percent to 3.1 per-
cent, effective January 1, 1961, did not change the base for computing
the credit allowed employers for their contributions under approved
State laws. The total credit continues to he limited to 90 percent
of 3.0 percent, exactly as it was prior to these increases in the Federal
payroll tax.

205 Source of Funds

All the States finance unemployment benefits mainly by contribu-
tions from subject employers on the wages of their covered workers;
in addition, three States collect employee contributions. The funds
collected are held for the States in the unemployment trust fund in
the U.S. Treasury, and interest is credited to the State accounts.
From this fund money is drawn to pay benefits or to refund contri-
butions erroneously paid.

States with depleted reserves may, under specified conditions, ob-
tain advances from the Federal unemployment account to finance
benefit payments. 1f the required amount is not restored by Novem-
ber 10 of a specified taxalie year, the allowable credit against the Fed-
eral tax for that year is decreased in accordance with the provisions of
section 3302(c) of the Federal Unemployment Tax Act.

205.01 Employer contributions—In most Slates the standard
rate—the rate required of employers until they are qualified for a rate
based on their experience—is 2.7 percent, the maximum allowable
credil against the Federal tax. Similarly, in all but 18 States, the
employer’s contribution, like the Federal tax, is based on the firsi
$3,000 paid to (or earned by) a worker within a calendar year.
Deviations from this patiern are shown in Tax Table 1.

Most States follow the Federal pattern in excluding from taxable
wages payment by the employer of the employees’ tax for Federal
old-age and survivors insurance, and payments from or to certain spe-
cial benefit funds for employees. Under the State laws, wages include
the cash value of remuneration paid in any medium other than cash
and, in many States, gratuities received in the course of employment
from other than the regular employer.

T87-084 0—66——3 T3



TAXATION

In every State an employer is subject to certain interest or
penalty payments for delay or default in payment of contributions,
and usually he incurs penalties for failure or delinquency in making
reports. In addition, the State administrative agencies have legal re-
course to collect contributions, usually involving jeopardy assessments,
levies, judgments, liens, and civil suits.

The employer who has overpaid is entitled to a refund in every State.
Such refunds may be made within time limits ranging from 1 to 6
years; in two States no limit is specified.

205.02 Standard rates—The standard rate of contributions under
all but eight State laws is 2.7 percent. In New Jersey, the standard
rate is 2.8 percent ; Alaska, 2.9 ; Hawaii and Nevada, 3.0; South Dakota,
3.6; Ohio, 4.0; and North Dakota, 4.2. In Nevada the 3.0 percent rate
applies only to unrated employers. In Idaho the standard rate is 2.7
percent if the ratio of the unemployment fund, as of the computation
date, to the total payroll for the fiscal year is 4.25 percent or more;
when the ratio falls below this point, the standard rate is 2.8 percent
and, at specified lower ratios, 3.1 or 3.3 percent.

While, in general, new and newly covered employers pay the stand-
ard rate until they meet the requirements for experience rating, in
10 States they may pay a higher rate because of provisions require-
ing all employers to pay an additional contribution. In Wisconsin
an additional rate of 1.3 percent will be required of a new employer
if his account, becomes overdrawn and his payroll is $20,000 or more.
In addition a solvency rate (determined by the fund’s treasurer) may
be added for a new employer with a 4.0 percent rate. (See Tax Table
1, footnote 15.) In the other nine States the additional contribution
provisions are applied when fund levels reach specified points or to
restore to the fund amounts expended for noncharged or meffectively
charged benefits. The maximum total rate that would be required of
new or newly covered employers under these provisions is: 2.8 percent
in Indiana; 3.2 percent in Missouri and Wyoming; 8.5 percent in Cali-
fornia; 3.7 percent in New York; 4.1 percent in South Dakota; 4.2
percent in Delaware and Maryland ; and 4.5 percent in Ohio.

205.03 Taxable wage base—Eighteen States have adopted a higher
tax base than that provided in the Federal Unemployment Tax Act.
In these States, an employer pays a tax on wages paid to (or earned
by) each worker within a calendar year up to the amount specified in
Tax Table 1.

20504 Ewmployee contributions—Only Alabama, Alaska, and
New Jersey collect. employee contributions and of the nine States’
which formerly collected such contributions only Alabama and New

* Alabama, California, Indiana, Kentucky, Louisiana, Massachusetts, New
Hampshire, New Jersey, and Rhode Island.

T4

s

'



s i &b i 4 & & & A & & & A6 &

TAXATION

Jersey do so new. In Alabama and New Jersey the tax is on the firs.
$3,000 received from one or more employers in a calendar year and
in Alaskn on the first $7,200. The employee contributions are de-
ducted by the employer from the workers’ pay and sent with his own
contribution to the State agency. In Alabama the employee contribu-
tion for unemployment insurance is 0.25 percent; it is Increased to 0.5
percent. if, under specified fund conditions, the employer’s rate is af. the
maximum. In Alaska the standard employee rate is 0.6 percent;
under the experience-rating system, the employee contribution rates
vary from 0.3 percent to 0.9 percent, as the employer’s rate varies from
the minimum to the maximum. In New Jersey employees pay 025
percent for unemiployinent insurance purposes and 0.5 percent for dis-
ability insurance purposes. California and Rhode Island collect em-
ployee coniributions for a related system of disability insurance.

05.06 Financing of administration—The Social Security Act
undertook to assure adequate provision for adminisiering the unem-
ployment insurance program in all States by authovizing Federal
grants to States to meet the total cost of “proper and eflicient. adminis-
tration” of approved State unemployment. insurance laws, Thus, the
States have not had to collect any tax from employers or {o make any
appropriations from general State revenues for the adminisiration of
the unemployment insurance program.

Receipts from the residual Federal unemployment tax—0.3 percent
of taxable wages through calendar year 1960 and 0. pereent there-
after
securily administration account in the Federal Unemployment Trust
Fund. Congress appropriates annually from this account the funds
necessary {or administering the Federal-State employment, security
program. Al the end of the fiscal year, any excess of the current net
balance of the administration acconnt over the highesl previous year
beginning nef. balance is nsed first to increase the Federal unemploy-
ment, zecount to a maximum of $550 million, or 0.4 pereent of the
aggregate Slate taxable wages for the preceding calendar year, which-
ever is greater.  If the Federal unemploymenti acconnt, is a, its maxi-
mum al. the end of a fiscal year, available excesses are to be used to
increase the employment securily administration account to a maxi-
mum balance of $250 million as of the beginning of Lhe succeeding
fiscal year. ‘Therealter, except as necessary to main{ain the legal max-
immn balances in these two accounts, excess tax collechions are to be
allocated to the aceounis of the States in the Unemployment Trust

are aufematieally appropriated and crediled (o the employment.

Fund in the same proportion that their covered payrolls bear to the
ngeregipof all Siates,
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TAXATION

The sums allocated to States’ Trust accounts are to be generally
available for benefit purposes. Under specified conditions a State
may, however, through a special appropriation act of its legislature,
- utilize the allocated sums to supplement Federal administrative grants
in financing its operation. Forty ? States have amended their unem-
ployment insurance laws to permit use of some of such sums for ad-
ministrative purposes, and most States have appropriated funds for
buildings, supplies, and other administrative expenses,

205.06 Spectal State funds—Thirty-eight® States have set up
special administrative funds, made up usually of interest on delinquent
contributions, fines and penalties, to meet special needs. The most
usual statement of purpose includes one or more of these three items:
(1) to cover expenditures for which Federal funds have been requested
but not yet received, subject to repayment to the fund; (2) to pay costs
of administration found not to be properly chargeable against funds
obtained from Federal sources; and (3) to replace funds lost or im-
properly expended for purposes other than, or in amounts in excess
of, those found necessary for proper administration. Nine of these
38 States provide for the use of such funds for the purchase of land
and erection of buildings for agency use, and North Carolina, for en-
largement, extension, repairs, or improvement of buildings. In New
York the fund may be used to finance training, subsistence, and trans-
portation allowances for individuals receiving approved training. In
eight. States the fund is limited; when it exceeds a specified sum
($1,000 to $100,000) the excess is transferred to the unemployment
compensation fund.

210 Type of Fund

The first State system of unemployment insurance in this country
(Wisconsin) set up a separate reserve for each employer. To this
reserve were credited the contributions of the employer, and from it
were paid benefits to his employees so long as his account had a credit
balance. Most of the States enacted “pooled-fund” laws on the theory
that the risk of unemployment should be spread among all employers
and that workers should receive benefits regardless of the balance of
the contributions paid by the individual employer and the benefits paid
to his workers. All States now have pooled unemployment funds.

TAll States except Colorado, Delaware, District of Columbia, 1llinois, Nevada,
New Hampshire, North Carolina, Oklahoma, Pennsylvania, Puerto Rico, South
Dakota and Vermont.

*All States except Alabama, Alaska, Delaware, District of Coluinbia, Hawaii,
Towa, Massachussetts, Mississippi, Montana, North Dakota, Oklahoma, Rhode
Island, Scuth Carolina, and South Dakota.
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215 -Experience Rating

All State Jaws, except Puerto Rico, have in effect some system of ex-
perience rating by which individual employers’ contribution rates are
varied from the standard rate on the basis of their experience with un-
employment risk. Alaska repealed its experience-rating provision
offective January 1, 1955, and adopted a new provision effective Octo-
ber 1, 1960.

218.01 Federal requirements for ewperience rating.—State experi-
ence-rating provisions have developed on the basis of the additional
credit provisions of the Sacial Security Act, now the Federal Unem-
ployment Tax Act, as amended in 1939 and 1954. The Federal law
allows employers additional credit for a lowered rate of contribution
if the rates were based on not less than 3 years of “experience with
respect to unemployment or other factors bearing a direct relation to
unemployment risk.” This requirement was modified by amendment
in 1954 which authorized the States to extend experience-rating tax
reductions to new and newly covered employers after they have had
at least 1 year of such experience.

215.02 State requirements for experience rating.—In most States
3 years of experience with unemployment means more than 3 years
of coverage and contribution experience. Factors affecting the time
required to become a “qualitied” employer include (1) the coverage
provisions of the State law (“at any time” vs. 20 weeks; see Coverage
Table 1); (2) in States using benefits or benefit derivatives in the
experience-rating formula, the type of base period and benefit year
and the lag between these two periods, which determine how soon a
new employer may be charged for benefits; (3) the type of formula
used for rate determinations; and (4) the length of the period between
the date as of which rate computations are made and the effective
date for rates.

220 Types of Formulas for Experience Rating

Under the general Federal requirements, the experience-rating pro-
visions of State laws vary greatly, and the number of variations in-
creases with each legislative year. The most significant variations
grow out of differences in the formulas used for rate determinations.
The factor used to measure experience with unemployment is the
basic variable which makes it possible to establish the relative inci-
dence of unemployment among the workers of different. employers.
Differences in such experience represent the major justification for
differences in tax rafes, either to provide an incentive for stabiliza-
tion of unemployment or to allocate the cost of unemployment. At
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present there are five distinct systems, usually identified as reserve-
ratio, benefit-ratio, benefit-wage-ratio, compensable-separations, and
payroll-decline formulas. A few States have combinations of the
gystems.

In spite of significant differences, all systems have certain common
characteristics, All formulas are devised to establish the relative ex-
perience of individual employers with unemployment or with benefit
costs. To this end, all have factors for measuring each employer’s
experience with unemployment or benefit expenditures, and all com-
pare this experience with a measure of exposure—usually payrolls—
to establish the relative experience of large and small employers.
However, the five systems differ greatly in the construction of the
formulas, in the factors used to measure experience and the methods
of measurement, in the number of years over which the experience
is recorded, in the presence or absence of other factors, and in the rela-
tive weight given the various factors in the final assignment of rates.

920.01 Reserve-ratio formula—The reserve ratio was the earliest of
the experience-rating formulas and continues to be the most popular.
It is now nsed in 32 States (Tax Table 1). The gystem is essentially
cost accounting. On each employer’s record are entered the mmount of
his payroll, his contributions, and the benefits paid to his workers.
The benefits are subtracted from the contributions, and the resulting
balance is divided by the payroll to determine the size of the balance in
terms of the potential liability for benefits inherent in wage payments.
The balance carried forward each year under the reserve-ratio plan is
ordinarily the difference between the employer’s total contributions and
the total benefits received by his workers since the law became effec-
tive. In the District of Columbia, Idaho, and Louisiana, contribu-
tions and benefits are limited to those since o certain dale in 1939, 1940,
or 1941, and in Rhode Island they are limited to those since October 1,
1958. In Missouri they may be limited to the last 5 years if that
works to an employer’s advantage. In New Hampshire an employer
whose rate is determined to be 3.5 percent or over may make an irrev-
ocable election to have his rate computed thereafter on the basis of
his b most recent years of experience. However, his new rate may not
be less than 2.7 percent. Michigan excludes the year 1938 and a
specified portion of benefits for the year ended Seplember 30, 1946
(Tax Table 3).

The payroll used to measure the reserves is ordinarily the last 3
years but Massachusetts, Michigan, New York, South Carolina, and
Tennessee figure reserves on Lhe last year's puyrolls only. Idaho and
Nebraska use 4 years. Arkausas gives the employer the advantage
of the lesser of the average 3- or 5-year payroll, or, at his option, the

-8



TAXATION

last year’s payroll. Rhode Island uses the last year’s payroll or the
average of the last 3 years, whichever is lesser. New Jersey protects
the fund by using the higher of the average 3- or 5-year payroll.

The employer must accumulate and maintain a specified reserve be-
fore his rate is reduced; then rates are assigned according to a sched-
ule of rates for specified ranges of reserve ratios; the higher the ratio,
the lower the rate (Tax Table 8). The formula is designed to make
sure that no employer will be granted a rate reduction unless over the
years he contributes more to the fund than his workers draw in bene-
fits. Also, fluctuations in the State fund balance affect the rate that
an employer will pay for a given reserve; an increase in the State
fund may signal the application of an alternate tax rate schedule in
which a lower rate is assigned for a given reserve and, conversely, a
decrease in the fund balance may signal the application of an alternate
tax schedule which requires a higher rate.

220.02 Benefit-ratio formula—The benefit-ratio formula also uses
benefits as the measure of experience, but eliminates contributions from
the formula and relates benefits directly to payrolls. It is used in eight
States (TaxTable1). The ratio of benefits to payrollsis the index for
rate variation, The theory is that, if each employer pays a rate which
approximates his benefit ratio, the program will be adequately financed.
In four of the eight States, rates are further varied by the inclusion
in the formulas of three or more schedules, effective at specified levels
of the State fund in terms of dollar amounts or a proportion of pay-
rolls. In Florida an employer’s benefit ratio becomes his contribution
rate after it has been adjusted to reflect noncharged benefits, excess
payments, and balance of fund. In Pennsylvania rates are determined
on the basis of three factors: funding, experience, and State adjust-
ment. In Mississippi rates are also based on the sum of three factors:
the employer’s experience rate, a State rate to recover noncharged or
ineffectively charged benefits, and an adjustment rate to recover fund
benefit costs not otherwise recoverable.

Unlike the reserve ratio, the benefit-ratio system is geared to short-
term experience. Only the benefits paid in the most recent 3 years
are used in the determination of the benefit ratios (T'ax Table 3).

220.03 - Benefit-wage-ratio formula—The benefit-wage formula, in
use in six States, is radically different. Tt makes no attempt to meas-
ure all benefits paid to the workers of individual employers. The
relative  experience of employers is measured by the separations of
workers which result in benefit pnyments, bui the duration of their
benelits is not a factor. The separations, weighted with the wages
earned by the workers with ench base-period employer, are recorded on
each employer’s experience-rating record as “benefit wages.” Only
one separation per beneficiary per benefit year is recorded for any one
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employer, but the charging of any benefit wages has been postponed
until benefits have been paid in the State specified: Alabama and
Oklahoma, until payment is made for the second week of unemploy-
ment; in Tlinois and Virginia, until the benefits paid equal three times
the weekly benefit amount. The index which is used to establish the
relative experience of employers is the proportion of each employer’s
payroll which is paid to those of his workers who become unemployed
and receive benefits, i.e., the ratio of his “benefit wages” to his total
taxahle wages.

The formula is designed to assess variable rates which will raise the
equivalentt of the total amount paid out as benefits. The percentage
relationship between total benefit payments and total benefit wages
in the State during 3 years is determined. This ratio, known as the
“State experience factor,” means that, on the average, the workers
who drew benefits received u certain amount. of benefits for each dollar
of benefit wages paid and the same amount of taxes per dellar of
benefit wages is needed to replenish the fund. The total amount
to be raised is distributed among employers in accordance with their
benefit-wage ratios; the higher the ratio, the higher the rate.

Individual employer’s rates are determined by multiplying the em-
ployer’s experience factor by the State experience factor. The multi-
plication is facilitated by a table which assigns rates which are the
same as, or slightly more than, the product of the employer’s benefit-
wage ratio and the State factor. The range of the rates is, however,
limited by a minimum and maximum. The minimum and the round-
ing upward of some rates tend to increase the amount which would
be raised if the plan were effected without the table; the maximum,
however, decreases the income from employers who would otherwise
have paid higher rates.

220,04 Compensable-separations formula—Like the States with
benefit-wage formulas, Connecticnut uses compensable separations as a
messure of employer’s experience with unemployment. A worker's
separation is weighied by his weekly benefil amount, and that amount.
is entered on the employer’s experience-rating record. The employer’s
aggregate payroll for 3 years is then divided by the sum of the entries
over the 3 years to establish his index. Tor newly subject employers
the payroll and entries for the period of subjectivity are used to estab-
lish the “merit-rating index.” Rates are assigned on the basis of
an gtrray of payrolls in the order of the indexes, the lowest rates
to those with the highest indexes. Six different schedules are pro-
vided, depending on the ratio of the fund to the 3-year payroll (1.25
to 4.25 percent) and a further reduction of rates is provided if the
balance in the fund exceeds 4.25 percent of the last 3 years’ payrolls

T-10
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and the last year's contributions plus interest credited exceed the bene-
fits for the same period by at least $500,000. The excess is distributed
to all employers who qualify for a rate reduction, in proportion to
their ast year's payrolls, in the form of credit memorandums applica-
ble on next year's contributions.

920,05  Payroll variation plan—The payroll variation plan is inde-
pendent of benefit payments to individual workers; neither benefits nor
any benefit derivatives are used to measure unemployment. An em-
ployer’s experience with unemployment is measured by the decline in
his payrolls from quarter to quarter or from year to year. The de-
clines are expressed as a percentage of payrolls in the preceding
period, so that experience of employers with large and small payrolls
may be compared. If an employer’s payroll shows no decrease or
only a small percentage decrease over a given period, he will be eligible
for the largest proportional reductions.

Alaska measures the stability of payrolls from quarter to quarier
over a 3-year period; the changes reflect changes in general business
activity and also seasonal or irregular declines in employment.
Washington measures the last 3 years’ annual payrolls on the theory
{hat over u period of time the greatest draing on the {und result from
declines in general business activity.

Utah measures the stability of both annual and quarterly payrolls
and, as a third factor, the duration of liability for coutributions, com-
monly called the “age” factor. Employers are given addifional points
if they have paid contributions over a period of years because of fhe
unemployment which may result from the high business mortality
which often charcterizes new businesses. Montana also has three
factors: annual declines, age, and a ratio of benelils to contributions;
no reduced rate is allowed to an employer whose Jast 3-year benefit
paymenis have exceeded his contributions.

The payroll variation plans use a variety of methods for reducing
rades. Alaska arrays einployers according to their average quarterly
decline quotients and groups them on the basis of cumulative payrolls
in 10 classes for which rates are specified in a schedule. Montana
classifies employers in 12 classes and assigns rates designed to yield
a specilied percent of payrolls varying with the fund balance.

In Utah, employers are grouped in 10 classes according to their
combined experience factors and rates are assigned from 1 of 7 rate
schedules. Washington determines the surplus reserves as specified in
the Taw ' and distributes the surplus in the form of credit certificates
applicable to the employer’s next year's tax (Tax Tables 1 and 6).
The amount of each employer’s credit. depemds on the points assigned

* See Tax Table 6, Footnote 14,
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him on the basis of his sum of annual decline quotients. These credit
certificates reduce the amount rather than the rate of his tax; their
influence on the rate depends on the amount of his next year’s payrolls.

225 Transfer of Employers' Experience

Because of Federal requirements, no employer can be granted a
reduced rate unless the agency has at least a 1-year record of his expe-
rience with the factors used to measure unemployment. Without such
a record there would be no basis for rate determination. For this
reason all State laws specify the conditions under which the experi-
enca record of a predecessor employer may be transferred to an
employer who, through purchase or otherwise, acquires the predeces-
sor’s business. In 13 States (Tax Table 4) the authorization for
transfer of the record is limited to total transfers; i.e., the record may
be transferred only if a single successor employer acquires the pred-
ccessor’s organization, trade, or business and substantially all its
assets. In the other 38 States the provisions authorize partial as well
as total transfers; in these States, if only a portion of a business is
acquired by any one successor, that part of the predecessor’s record
which pertains to the acquired portion of the business may be
transferred to the successor.

In 34 States the transfer of the record in cases of total transfer
automatically follows whenever all or substantially all of a business is
transferred. In 17 States the transfer is not made unless the employ-
ers conceried request it. Of the 38 States providing for partial trans-
fers, 12 make the partial transfer mandatory and 26 optional. Four-
teen of these latter 26 combine mandatory total transfers with
optional partial transfers. :

Under most of the laws, transfers are made whether the acquisition
is the result of reorganization, purchase, inheritance, receivership, or
any other cause. Delaware, however, permits transfer of the experi-
ence record to a successor only when there is reasonable continuity of
ownership and management.

Some States condition the transfer of the record on what happens
to the business after it is acquired by the successor. For example, in
25 States there can be no transfer if the enlerprise acquired is not con-
tinued (Tax Table 4); in 3 of these States (District of Columbia,
Massachusetts, and Wisconsin) the successor must employ substan-
tially the same workers. In 17 Stales® transfer of the experience
record is conditioned upon the successor's assumption of liability for
the predecessor’s unpaid contributions.

* Arkansas, District of Columbin, Florida, Idaho, Indinna, Iowa, Kentucky,
Michigan, Missoutri, Nebraska, New Hampshire. New Mexico, Ohio, Okiahoma,
Houth Caroling, West. Virginia, and Wisconsin.
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Most States establish by statute or regulalion the rate to be assigned
the successor employer from the date of the transfer to the end of the
rate year in which the transfer occurs. The rate assignments vary
with the status of the successor employer prior to his acquisition of the
predecessor’s business. Thirty States provide that an employer who
has a rate based on his own experience with unemployment may con-
tinue to pay that rate; 20 others, that he be assigned a new rate based
on his own record combined with the acquired record (Tax Table4).

230 Differences in Charging Methods

Various methods are used to identify the employer who will be
charged with benefits when a worker becomes unemployed and draws
benefits. Except in the case of very temporary or partial unemploy-
ment, compensated unemployment occurs after a worker-employer
relationship has been broken. Therefore, the laws indicate in some
detail which one or more of a claimant’s former employers should be
charged with his benefits. In the reserve-ratio and benefit-ratio
States, it is the claimant’s benefits which are churged; in the benefit.-
wage States, the benefit wages; in the compensable-separation State,
the weekly benefit amount of separated employees. There is, of
course, no charging of benefits in the payroll-decline gystems.

In most States the maximum amount of benefils to be charged for
any claimant is the maximum smount for which he is eligible under
the State law. TYn Arkansas, California, and Colorado an employer
who willfully submits false information on a benefit claim to evade
charges is penalized : in Arkansas, by charging his nccount. with twice
the claimant’s maximum polential benefits; in California, by charg-
ing his account with 2 fo 10 times the clabnant's weekly benefit
amount; in Colorado, by charging his account with 114 times the
amount of benefits due during the delay caused by the false statement
and all of the benefits paid te the claimant during ihe remainder of
the benefit year; and in Michigan by a forfeilure to the Commission
of an amount, equal to the total henefits which are or would be allowed
the claimant.

In the States with benefit-wage-ralio formulas, the maximum
amonnt of benefit wages charged is usnally the amount. of wages re-
quired for maximum annual benefits; in Alabama and Delaware, the
wmaximum taxable wages.

W01 Charging most recent employers—In four States (Maine,
New Mampshire, South Carolina, and West Virginia} with a rveserve-
ratio system, Vermont with a benefit-ratio, Virginia with a benefit-
wige-ratio, Montana with a henefit-conlributions-ratio, and Connect-
icut, with a compensable-separation sysieny, the most. recent. employer
grets all the charges on the theory that he has primary responsibility
for the unemployment,
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All the States which charge all benefits to the last employer relieve,
of these charges, an employer who gave a worker only casual or short-
time employment. Maine limits charges to a claimant’s most recent
employer who employed him for more than § consecutive weeks; New
Hampshire, more than 4 weeks; Montana, more than 3 weeks; Virginia
and West Virginia, at least 30 days. Scuth Carolina omits charges
to employers who paid a claimant less than eight times his weekly
benefit, and Vermont, less than $395.

Connecticut charges the one or two most recent employers who em-
ployed a claimant 4 weeks or more in the 8 weeks prior to separation.

230.02 Charging base-period employers in inverse chronological
order—Twelve States limit charges to base-period employers but
charge them in inverse order of employment (Tax Table 5). This
method combines the theory that liability for benefits results from
wage payments with the theory of employer responsibility for unem-
ployment; responsibility for the unemployment is assumed to lessen
with time, and the more remote the employment from the period of
compensable unemployment, the less the probability of an employer’s
being charged. A maximum limit is placed on the amount that may
be charged any one employer; when the limit is reached, the next pre-
vious employer is charged. The limit is usually fixed as a fraction
of the wages paid by the employer or as a specified amount in the base
period or in the quarter, or as a combination of the'two. Usually the
limit is the same as the limit on the duration of benefits in terms of
quarterly or base-period wages. (See sec. 335.04.)

In Michigan, New Jersey, New York, Ohio, Rhode Island, and
Wisconsin, the amount of the charges against any one employer is
limited by the extent of the claimant’s employment with that em-
ployer; ie., the number of “credit weeks” he had earned with that
employer. In New York, when a claimant’s weeks of benefits exceed
his weeks of employment, the charging formula is applied a second
time—a week of benefits charged to each employer’s account for each
week of employment with that employer, in inverse chronological
order of employment—until all weeks of benefits have been charged.
In Missouri most employers who employ claimants fess than 3 weeks
and pay them less than $120 are skipped in the charging.

If a claimant’s unemployment is short, or if the last employer in the
hase period employed him for-a considerable part of the base period,
this method of charging employers in inverse chronological order
gives the same results as charging the last employer in the base period.
If a claimant’s unemployment is long, such charging gives much the
same results as charging all base-period employers proportionately.

All the Staies which provide for charging in the inverse order of

T-14
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employment have determined, by regulation, the order of charging in
case of simultaneous employment by two or more employers.

230,03 Charges in proportion to base-period wages—On the theory
that nnemployment results from general conditions of the labor market.
more than from a given employer’s separations, the largest number
of States (26) charge benefits against all base-period employers in
proportion to the wages earned by the beneficiary with each employer.
These States include 15 with reserve-ratio formulas, 6 with benefit-
ratio formulas, and 5 of the 6 States with a benefit-wage-ratio system.

Their charging methods assume that liability for benefits inheres in
wage payments. So do those of the two States that charge all bene-
fits to the principal employer. Idaho charges all benefits to the em-
ployer who paid a claimant the largest amount of base-period wages,
and Maryland, to an employer who paid the claimant 75 per-
cent of his base-period wages; otherwise the charges are prorated
proportionately among all base-period employers.

In two of these States, employers who were responsible-for a small
amount, of base-period wages are relieved of charges. In Florida an
employer who paid a claimant less than $40 in {he buse period is not
charged, and in Minnesota an employer who paid a claimant. less
than the mimimun qualifying wages is not. charged unless the em-
ployer, for the purpose of evading charges, separates employees for
whom work is available.

235 Noncharging of Benefits

In many States there has been a tendency {o recognize thai the cosis
of benefits of certain types should not be charged 1o individual em-
ployers. This has resulted in “noncharging” provisions of various
types in practically all Siate laws which base rates on benefits or hene-
fit. derivatives ('Tax Table 5). In the States which charge benefits, cer-
tain benefits are omitted from charging as indicated below; in the
States which charge benelit. wages, cerlain wages are not counted as
henefit wages.  Such provisions are, of course, not applicable in the
two Stales in which rate reductions are based solely on payroll
decreases.

The omission of charges for benefits based on employment, of short,
duration has already been mentioned.  {See sec. 230, and fooinote 5,
Tax Tuble5.)  The postponement of charges until a cerfain amount of
benefits has been paid (sec. 220.03) vesnlis in nancharging of bene-
lils for claimants whose unemployment, was of very short duration.
I 32 States, charges are omitted if benefits are paid on the basis of
an erly determination in an appealed case and the deiermination is
cventually reversed,  In 24 States, charges are omitied for reimburse-
ments in cases of benefits pabd under a reciproeal arrangement.
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authorizing the combination of the individual’s wage credits in 2 or
more States; i.e., situations when the claimant would be ineligible in
the State without the out-of-State wage credits. In 6° of the 11
States with dependents’ allowances, no dependents’ allowances are
charged to employers,

In West Virginia benefits paid for partial unemployment are
charged to the current employer, and in Alabama, Arizona, California,
Florida, Hawaii, Iowa, Kentucky, Minnesota, New York, Pennsyl-
vania, Rhode Island and Tennessee an employer who employed a
claimant part time in the base period and continues to give him sub-
stantial equal part-time employment is not charged for benefits.

Tour States { Arkansas, Colorado, Maine, and North Carolina) have
special provisions or regulations for identifying the employer to be
charged in the case of benefits paid to seasonal workers; in general,
seasonal employers are charged only with benefits paid for unemploy-
ment, occurring during the season, and nonseasonal employers, with
benefits paid for unemployment at other times.

Another type of omission of charges is for benefits paid following
a period of disqualification for voluntary quit, misconduct, or refusal
of suitable work or for benefits paid following a potentially disqual-
ifying separation for which no disqualification was imposed; for
example, because the claimant had good personal cause for leaving
voluntarily, or because he got a job which lasted throughout the nor-
mal disqualification period and then was laid off for lack of work.
The intent is to relieve the employer of charges for unemployment due
to circumstances beyond his control, by means other than limiling
good cause for voluntary leaving to good cause attributable to the em-
ployer, disqualification for the duration of the unemployment, or the
cancellation of wage credits. The provisions vary with variations in
the employer to be charged and with the disqualification provisions
(see sec. 425), particularly as regards the cancellation and reduction of
benefit rights. In this summary, no attempt is made here to distin-
gruish between noncharging of benefits or benefit wages following a
period of disqualification and noncharging where no disqualification
is imposed. Thirty-seven States provide for noncharging where vol-
untary leaving is involved; 35 States, discharge for misconduct; and
11 States, refusal of suitable work (Tax Table 5}. Five of these 11
States limit noncharging to cases where a claimant refuses reemploy-
ment in suitable work. .

Connecticut and Delaware have provisions for canceling specified
percentages of charges if the employer rehires the worker within spee-
ified periods.

. ® Alaska, Connecticut, District of Columbia, Massachusetts, Nevada, and Rhode
Island.
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240 Requirements for Reduced Rates

In accordance with the Federal requirements for experience rating,
no reduced rates were possible in any State during the first 3 yvears
of its unemployment insurance law. Except for Wisconsin, whose
law preceded the Social Security Act, no reduced rates were effective
util 1940, and then only in three States.

The reguirements for any rate reduction vary gresily among the
States, regardless of type of experience-rating formula.

240.01  Prerequisites for any reduced rates—About half the State
laws now contain some requirement of a minimum fund balance before
any reduced rate may be allowed. The “solvency” requirement
may be in terms of millions of dollars; in terms of a multiple of benefits
paid; in terms of a percentage of payrolls in certain past years; in
terms of whichever is greater, a specified dollar amount or a specific
requirement in terms of benefits or payroll; or in terms of a particular
fund solvency factor (Tax Table 6). Regardless of form, the purpose
of the requirement is to make certain that the fund is adequale for the
benefits that may be payable.

More general provisions are included in the Main und New Hamp-
shire laws. The Maine law provides that if in (he opinion of the com-
mission an emergency exists, ithe commission after notice snd public
hearing may reestablish all rates in secordance with those of the least
favorable schedule so long as the emergency lasls. The New Hamp-
shire commniissioner may similarly set a 2.7 rate if he determines that
the solveney of the fund no longer permits reduced rates.

In Iess than half the Stales there is no provision for a suspension of
reduced rates because of low fund balances.  Tn most of these States,
rates are increased (or a portion of all employers’ contributions is
diverted 1o a specinl account) when the fund (or a specified account in
the fund) falls below the levels indicuted in Tax Table 7.

240,02 Requirements for reduced rates for individual employers.—-
Each State Jaw incorporates al least the Federnl requirements (see
sec. 215.01) for reduced rates of individual employers. A few re-
quire more than 3 years of potential benelils for their employees or
of benefit chargeability; a few require recent liability for contribu-
tions, (See Tax Table 3.) Muany Stales require that all necessary
contribution reports must have been filed and all coniributions due
must have been paid. 1f the system uses henefit charges, contri-
butions paid in a given period must have exceeded benefit charges.

245 Rates and Rate Schedules

tn almost all States rates are assigned in accordance with rate
schedules in the law; in Nebraska in accordance with a rate schedule
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in 2 regulation required under general provisions in the law. The
rates are assigned for specified reserve ratios, benefit ratios, or for
specified benefit-wage ratios. In Arizona and Kansas the rates as-
signed for specified reserve ralios are adjusted to yield specified
average rates. In Alaska rates are assigned according to specified
payroll declines; and in Connecticut, Idaho, and Montana according
to employers’ experience arrayed in comparison with other employers’
experience,

The Washington law contains no rate schedules but provides instead
for distribution of surplus funds by credit certificates. If any em-
ployer’s certificate equals or exceeds his required contribution for the
next year, he would in effect have a 0 rate.

245.01 Fund requirements for rates and rate schedules—In most
Siales, the level of the balance in the Siate’s unemployment fund, as
measured at a prescribed time each year, determines which one of
two or more rale schedules will be applicable for the following year.
Thus, an incrense in the level of the fund usually vesults in the appli-
calion of a rute schedule under whieh the prerequisites {or given rates
are lowered. In some States, employers’ rates may be lowered as &
result of an increase in the fund balance, not by the application of a
more favorable schedule, but by subtracting a specified amount from
each raie in u single schedule, by dividing each rate in the schedule by
a given figure, or by adding new lower rates Lo the schedule. A few
States with benefit-wage-ratio systems provide for adjusting the State
factor in aecordance with the fund balance as o means of raising ov
lowering all employers’ rates.  Although these laws may contain only
one rate schedule, the changes in the State factor, which reflect cur-
rent Nund levels, change the benelit-wage-ratio prerequisite for a
given rate,

245.02  Rate reduction through voluntary coniributions.—In aboul,
half the States employers may obtain Jower vates by voluntary con-
tributions (Tax Table 1).  The purpose of the voluntary contribution
provision in Slates with reserve-ratio formulas is {o increase the
balance in the employer’s reserve so Lthat he is assigned o lower rate,
which will save hint more than the smound of the voluntary contribu-
lion.  In Minnesota and Wyoming, wilh benelit-ratio systems, the
purpose is (o permil an employer to pay voluntary contributions Lo
cancel henefit clhinrges (o his acconnt and thus reduce his benefit ratio,
In Montana voluntary contribulions are used only to cancel the
excess of benefit charges over contributions, thereby permitling an
employer to receive o lower rate.

24508 Computation. dates and effective dates—In most States the
effestive date for new rates is January 1; i others it s April 1, June 39,
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or July 1. In most States the computation date for new rates is a
date 6 months prior to the effective date.

A few States have special computation dates for employers first
meeting the requirements for computation of rates (footnote 3, Tax
Table 2).

245.04 Mintmum rates—Minimum rates in the most {avorable
schedules vary from 0 to 1.6 percent of payrolls. In Washington,
which has no rate schedule, some employers may have n 0 rale.
Only six States have a minimum rale of 0.7 pereent or more. The
most common minimum rates range from 0.1 to 0.4 percent inclusive.
The minimum rate in Nebraska depends on the rate schedule estab-
lished annually by regulation.

245.05 Maximum rates.—Although the usual standard rate of 2.7
percent is the most common maximum rate, more than half the States
provide maximum rates ranging from 3.0 to 7.2 percent in Texas
{Tax Table 1).

245.06 Limitation on rate incregses.—QOklahoma and Wisconsin
preveni sudden increases of rates by a provision that no employer’s
rate in any year may be more than 1 percent more than in the previous
year. Vermont limits an employer’s rate increase or decrease o that
of two eolumns in the applicable rate schedule.

245.07 Current contribution rates—Tax Table $ summarizes the
contribulion rates for given reserve ratios, benefit-wage ratios, and
benefii ratios under the most eurrent rate schedules available. As
indicated in the table, considerable varintion exists among Stales wilth
respect Lo prerequisiles for particular rates.

[ T-1¢

Rev. August 1966



5 & & &H & A& &b A& A A A S S

TT=1.—Summary of experisnce-rating provisions, 51 States
‘Type of experience rating ‘Wages
pe Tax- | include Volun-
able | remy- | Mini- { Maxi- [ tary
wage [neratien] mum | mum | contri-
Benefit base over !possible|possible| butions
State Reserve| Benefit| wage Payroll above 143,000 if] rate rate pet-
ratio | ratio | ratio declines $3,000 | subject{ (per- | {(per- | mitted
{32 {8 [(i] {4 States) {18 to eent} | cent) {25
Btates) | Btates) | States) States) Fié’;‘A States)
Atates)?
a} (2) @ ) (5} ®) [4d] ) (8} [V 4 L]
0.5 36
1.5 40|
1 #2989 | X
1 0] X3
1.0 F 2 A PO
) 27 X
.25 2T feee s
Delaware N L 9 P,
District of Columbia__ .1 27 [ X
Florida. . ... .|..._... 1] L - 3N
Qeorgia. ...-.. [ X .25 4.2 .
Hawaiy_ . 4 X 7 30|
Idaho____ X .3 5.1 |- -
Hiinois.. [ D .1 40| ..
Indiana.. X .1 3.0 X
Iowa. __._ 4 X 1] 13.0| X
Kansas, ___ X 1} 27| X3
Kentucky. | X 0 42| X
Louisiana_ . .__._. X 1 27 |ecaenaen
Maine .. ........ocan X 5 7| X
Maryland. .. .. [H T2
Massachusetts_ ... ___ X 600 5 [ 1 T I
Michigan. ......_.... X R 0 511X
Minnesota_ ... [-..._.. R, W 4.5 X1
. 0 27T ..
0 4.1 X
& 271 X?
L | 271X
.8 N30 f..... ..
.15 43 .
4 4.2
.1 18
) T4,2
.1 47
.3 4.2
0 52
.2 7
1.2 2.7 |-
0 140
Lé 4.0 ...
.25 41| X
[:] 1| X
K] 1240 [..eooo
[ ) N PR,
N 27 [_eaon
.5 [ 30 P
.1 27 Jeeeenm
() 2% B I
1] 274{ X
[} 431 X
[ t3. 2| X

I Excludes Puerte Rico which has no experience-rating system. Sec Tax Tables
2 1o 8 for more detailed analysis of experience-rating provisions.

7 Puerto Rico also has a provision for increasing the wage basc above $3,000;
in Maryland, limited to $3,600.

3 Voluntary contributions limited to amount of benefits charged during 12
months ' preceding last computation date (Arkansas) or during the experience
period (Wyoming). Employer receives credit for 80 percent of any voluntary
contributions made to the fund (North Carolina). Reduction in ratc becausc of
voluntary contributions limited to 0.5 percent (Kansas). Voluntary contri-
butions allowed only if benefit charges exeeeded contributions in last 3 years
(Montana). A surcharge is added equal to 25 percent of the henefits that are
cancelled by voluntary contributions {Minnesota).

(Footnotes continued on next page)
-
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(Footnotes for T'T-1 continued)

* Taxable wage base is $3,800 when total revenue equals total disbursements
during any 12-month period ending on computation date; $4,100 when total
dishursements cxceed tofal revenue (Californin); taxable wage base computed
annually at 90 percent of State average annual wage for 12 months ending pre-
_ceding June 30 (Hawaii).

T 5 V&;ages include all kinds of remuneration subject to Federal Unemployment
ax Act.

8 Compensable separations formula, See text for details.

7 Rate shown includes the maximum contribution (a uniform rate added to
employer’s own rate) paid by all employers; in Delaware (0.1 to 1.5 percent)
according to a formula based on highest annual cost in lagt 15 years; by all em-
ployers in Indiana (0.1 percent): in Maryland (0.1 percent or more, but total
rate not to exceed 4.2 percent); in New York (0.1 to 1.0 percent); in Wyoming
(0.1 to 0.5 percent) to cover cost of noncharged and ineffectively charged benefits,
Rates shown for Florida and Pennsylvania do not include additionsl uniform
contribution paid by all rated employers to cover cost of noncharged and inef-
fectively charged benefits.

# Maximum rate to be increased to 3.5 percent Jan. 1, 1967 and to 4.0 percent
Jan. 1, 1968 (Towa); by 0.5 percent annually up to 6.6 percent Jan. 1, 1969
{Michigan)}.

% Formulz includes duration of liability (Montana and Utah), ratio of benefits
to contributions (Montana), and reserve ratio (Pennsylvania).

1 Rates set by rule in aceordance with authorization in law.

i Applicable only to unrated employers. Rated employers have a maximum
rate of 2.7.

12 No employer’s rate shall be more than 3.0 percent if for each of 3 immediately
preceding years his contributions exceeded charges.

12 Fach employer’s rate is reduced by 0.1 percent for each $5 million by which
the fund exceeds $300 million and increased by 0.1 percent for each 85 million
under $225 million. Maximum rate, sct by regulation, could be increased to
7.2 percent if fund is exhausted.

14 Contributions are reduced by credit certificates. If the credit certificates
equal or exceed an cmployer’s contributions for the next year, he has, in effect
a zero rate.

1’ Maximum rate will be decreased to 4.2 for calendar years 1967 and 1968
and increased to 4.4 thercafter. Rate shown does not include a selvency con-
tribution for the fund’s balancing account which is based on the adequacy level
of such account; however, if the regular contribution is less than 3.7 percent, the
solvency contribution is diverted from the regular contribution.

% Subject to upward revision in any given year when yicld estimated on the
computation date is lower by at least 10.0 pereent than that determined by law
for the applicable condition of the fund during preceding year.
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T1~2.—Computotion dote, effective date for new rotes, end minimum period of experience
required under State experience-rating provisions

Minimum period of ex-
perience required for
Stiate Computation date | Effective date for | newly covered employers
hew rates
At least | Less than 3
3 years years !
Apr, bl 1 year.
A Jenl 1oL .1 1 yeart
1 year.
1 year.
18 months.*
year.!
33 months
1 year.
1 year.
2 years.!
3 years.!
30 months.t
. 2 years.
Kentueky. ... .. Dec. 31 ...
Louisiana. ... ... Juoe 30...... .___. Jan
Dec. 38 ...
Mar. ... 1 year.
Sept, 30... ... Jan. 1 .| ¥ year.
June30%.._____... .| 2 years,t
June30_. _______._ .| t year.
June30.....__.... 1 year
June 30... ...
June 30__.__..__._
Dec. 31 __..._... 1 year.!
June 30 ... 214 years,
Jan. 1 Looo... 1 year.
Neaw Jersey_ . __. ... Dec. 31 oo
New Mexico Jupe 3. .. ...
Dec.3l...... ... 1 year,
Aug. b ... .. 1 year.
Dec. 3l ... I Year.
L1520 R, .| 1 year,

A | P .| | year,
June 3. ... .| 1 year.
June 30......______ 18 months.!
Bept. 30_....______

July 05 _... 2 yonrs.t
Dee. 31.. 2 years.
Dae, 3t..

Oct. 11 1 year.
Joan. 1..._.

Dac, 3.... i yeor
June 30_..._. .| 1 year.
Jan. 1__. .t 2 Years.t
June 39..

Jupe 30% 18 months.
June 30....

! Period shown is period throughout which employer’s nccount was chargenble
or during which payroll declines were measurnble.  In States noted, requirements
for experience rating are stated in the law in terms of subjectivity (Alaska, Con-
necticut, Indiana, and Michigan); in which eontributions are payabie (Idahe,
Illinois, Pennsylvania, and Washinglon}; coverage (South Carolina); or, in
addition to the specified period of chargeability, contributions payable in the 2
preceding calendar years (Nebraska).

2 If employer becomes subjeet in 2d half of year; otherwise 24 montha {Colo-
rado). vered nonprofit organizations may receive reduccd mate after 1 year
(District of Columbia).

* Computation date is Dec. 31 of employer's 2d, 3d, and 4th consecutive years
of coverage (Michigan) and 3d contribution year (Wisconsin). For newly
qualified employers, computation date is end of quarter in which they meet expe-
rience requirements and cffeetive date is immediately following quarter (South
Carolina and Texas).

4 Computation date is day preceding the first day of first full week in July.
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TT-3.—Years of benefils, contributions, and payrolls used in computing rates of employers
with at least 3 yeurs of experience, by type of experience-rating formula *

State

Years of benefits used ?

Years of payroils used 3

Gwrgluj.__....,___
Tawall. .

New Ilampahire.
MNew Jersey.........
New Mexico...
New York,,.......
North Carolina_.__
Nﬁrth Dakota.

Rhode Islond.____.. .

Reserve-ratio formuln

L] Allpast years. .- ..o iimieeioa-

All past years.
Al pnst yeors.
All post years_ ...

All slnce July 1, 1930__
All past years____.
All past years_....
Allsinea Jan. 1, 1040 .
All post years__...
All past venrs.
All past years
All past years _.._
All since Oct. 1, 194
All post years.
All past years,
All past years
All past years
All past years. .
All past years...
All past years ?_
All past years_ ..
Al past years.
All past years_
Al past years.
All past yeors.

-| Average 3 yearsd
.1 Aversge last 3 or 5 years,*
| Average 3 years?

Average 3 years.
Average 3 years.?
Average 3 years.
Average 3 years.
Average 4 ycars.
Agarerale 3 years.
Average 3 years.
Average 3 years.d
Aggregate 3 years,
Average 3 years.
Average 3 yenrs.
Last yenr.

Last year.
Average 3 years.
Average 4 years,
Averago 3 years,
Average 3 years.
Average Yast 3 or 5 yeorad
Average 3 years.
Last year.’
Agpregate 3 years,
Average 3 years.
Average 3 years.
Last yoal ot Average 3 yearss

South Carolina._.._. All past years__._ Last year.
South Dakota. ... ... All past years. Aggregate 3 years.
TONNeSER .o All past years 1.ast yenr.
West Virginin. . ... __ All pust years, Average 3 yeats.
Wiseonsin. ...._........ e Allpast years ... . Last year,
Benefli-conlribution-ratio fornuin §
Montana.._.._.___ [RPTOR Last 3 years 2 . ... iiiiieaaos
Benefil-ratio formula
Florhda...o.ooveioonuane. PO Last 3 years......-.-.. e eaaeen {05t 3 years.®
Murylaod . Last 3 years Last 3 years.?
Minnesota._. Last 3 years Last 3 years.
Misslssippi Last 3 years Last 3 years.
oregon. ... Last 3 years... Average 3 yenrs.
Peonsylvanin.. Average 3 yoars. Averngo 3 years,
Vermonkb_ .. Last 3 years._._ Last 3 years.
W YOG e acaios Tt S yeaTS e e ceiiaan Last 3 years.
Benefit-wage-ratio formula
Alulynn Lastd years .. _.oaoio P ..o} Lust 3 years,
Delnware., Lats 3 years Last 3 years.
Iilinofs, . ..__ Last 3 yours Last 3 yenrs.
Qklabows_, Last T yeors Last 3 years.
CX08. ... -| Last 3 years Lust 3 yenrs.
Virginta. ... eeearaarieo s Laskdyears. ..o Last 3 yenrs.
B Compensable-separations lormula
Conneebictb. .oooooevaaaas LT 01T - S Aggregate 3 yowrs3

s forinulg ¢

Last 3 years.
Last 3 years,
Last 3 years.

{Footnotes on next page)
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(Footnotes for TT-3)

1 Tncluding Montana with benefit-contribution ratio, rather than payroll
declines,

*In reserve-ratio States and in Montana, years of contributions usded are
same as years of benefits used. Michigan excludes 1938 and a specified portion
of benefits for the year ended Sept. 30, 1946 ; or last § years, whichever is to the
cmployer's advantage (Missouri); or last 5 years under specified conditions
{ New Hampshire).

3Years immediately preceding or ending on computation date. In States
noted, years ending 3 months before computation date (District of Columbia,
Xlorida, Maryland, and New York) or 6 months before such date (Arizona,
California, Connecticut, and Kansgas),

*Whichever is lesser (Arkansas); whichever resulting percentage is smaller
(Rhode Island) ; whichever is higher (New Jersey). Employers with 3 or more
years' experience may elect to use the last year (Arkansas).

-6
Rov., Joanuary 1947




TAXATION

TT-4.—Transfer of experlence for employer rates, 51 States'

Total transfers

Partjal transfers

State
Manda- | Option-
tory (34 al (17
Giates} | States)

Mands- | Option-
tory {12 | al (28
8tates) | States)

Enfer-

Rate for successor 2

Previous | Baged on
Iate combined
contin- | experl-
ved (30 ¢ enca {20
Btates) | States)

California 3.
Colorado.....
Connecticut._.

Missouri. ...
Montana
Nebraska,
Nevada 2.
New Huampsh

! Bxcluding Puerto Rico which has no experience-rating provision.
? Rate for remainder of rate year for a suceessor who was an cmployer prior to

the acquisition.

* No transfer may be made if it is delermined that aequisition wns made solely
for purpose of qualifying for a reduced rate (Alaska, California, and Nevada);
if purposc was to avoid rale higher than 2.7 pereent (Minnesota); if suceessor iy
not a liable employer und does not clect coverage or if total wages allocable to
transferred property are less than $10,000 (Michigan) or less than 25 percent of
pradecessor’s total {District of Columbia); if transfer wonld be ineguitable (Min-
nesota) ; unless agency finds employment experienee of the cnterprise transferred
may be considered indicative of the fulure employment experience of the successor

{New Jerscy).

(Footnotes continued on next page)
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(Footnotes for TT-4 continued)

* Transfer is limited to one in which there is reasonable eontinuity of ownership
and management (Delaware). If predecessor had a deficit experience-rating
account as of last computation date, transfer is mandatory (Idaho).

& Partial transfers are limited to transfers of separate establishments for which
separate payrolls have been maintained,

S Opticnal (by regulation} if successor was not an employer,

? Optional if predecessor and suceessor were not owned or controlled by same
interest and successor files written nolice protesting transfer within 4 months;
olherwise mandatory (New Jersey); transfer mandatory if same inferests owned
or controlled both the predeccssor and successor (Pennsylvania).

8 By regulation.

° A rated (qualified) ciployer pays at previously assigned rate; an unraied but
suhject employer pays at a rate based on combined expericnce.

" Not applicable.  All employers pay rate of 2.7 percent; qualified employers
receive credit against contributions due for employment in remainder of year
in lieu of reduced rates.
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TAXATION

TT-5.~Employers charged and benefits exciuded from charging, 48 States which charge
benefits or beneft derivatives

Employers charged Benefits excluded from charging
Re- |Major disqualification
fm. involved
Al Bene- | buirse-
basa- At | ments
period Base-period em- All charges to  jaward | under Dis- Re-
State employ-| ployers in inverse onhe employer | finelly| inter- Vol- charge) fusal
2rs pro- forder of employment specified (10 re- | state untar for of
portion- uF amount Btates) versed| wage- k-,av(ny mis- | suit-
ately | specified (12 States) (82 | com- & El con- | able
(26 Sintes) (bining| States) duct | work
Statesy plan {35 {11
(24 States) |States)
States)
Alabamal________ X
Arizona. -.. X
Arkansas. . X
QCalilornla. - X
Colorado. . _._.... }ﬁ Wwages up to ym! X

28 ¢ current wba,
Connectictt . ... -|.oeevnce]|oencencr s oeeeae-ce-| lOPZmostre- [ ..o X X X
cent 4
Delaware !l ... ] X | e mmmrmceee e X X X Jeeeeao
District of Co- . S TRt U O B, P S (ORI R DU,

4 wages up to $200
per quarter.

Massachusstts . 36% of basa -period XTTYX Y L
Michigan. ... .| ecacu- H credit weeks up | eecieiien X m 0]
to 35.7

New Hampshire_ {_.._ ... | oo

Now Jersay oo ooofomuecun- %3?1? waeks up io
New Mexico_..___ x e emmmnn]
New Yorke oo Cn;dit woeks up to
North Cerolina._.| X ... e
North Dakota.___| X |0ooooo Tl il -
L) 1/ N (N 3% wages (o credit
weeks plus de-
pendents’ allow-

ances x number of

Oklshomat.......] X X X
oD ... X X X
Pennsylvanin.__..{ X - X X
Rhode Istand. .. . .- 36 woeks of emplay- {+ceevaevimmcecann X X X X
mont up to 42,
South Carolina_ | f.oionreios i Mozt recont 4. X X X X X
South Dakota. .. _[-.-.__.. In proportion to [ oo .iieoaevens X feeieee- X3 [ X |oeeeae
baga-period wages
poid by employer, £
.................. X cmraman
Most recent ... X

-| Most recent £

‘West Virginia-..- .- Most recent 3.

Wisconsin, oo} H;m;ciﬂt woeks U [oooiooaooeoan
U

b S SIS cwncannn

{Footaotes on next poge}
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TAXATION

{Footnotes for TT-5)

1 State has benefit-wage-ratio formula; except in Texos benefit wages are not
charged for claimants whose compensable unemployment is of short duration.
(Sce see. 220.03.)

* Omission of charge is limited to sggravated misconduct (Alsbama) and to
refusal of reemployment in suitable work (Florida, Georgia, Maine, Minnesota,
and Mississippi); leaving for cause nok astributable to employer {indiana); last
employer from whom the elahmant was separated wnder disqualifying cireum-
stances (Kansas).

3 Charges are omitted also for claimants leaving for compelling personal reasons
not attributable to employer and not warranting a disqualification, as well ay
for claimants leaving work clue to a private or lump-sum retirement plan con-
tazining a mutually-agreed-upon mandafory age clause {(Arizona); for claimants
who retire nder an agreed-upon mandatory-sge retirement plan (Georgia); for
claimant eonvicted of a felony or misdemeanor {Massachusetis); if benefits are
paid after separation because of pregnancy or marital ohligations {Minnesoin
and South Dakota); for claimant leaving to aceept o more reinuncrative job
{ Missouri} ; for claimant leaving most recent work to marry or mave with hushad
and children or after a disqualification for leaving work because of pregnancy
{Montana) ; for clnimant who left to nceept a recall from o prior employer (Ohio);
during an uninterrupted period of wunemployment after childbirth (New
Hampshire).

41 or 2 cmployers who employed claimant in 4 or more calendar weeks in 8
weeks prior 1o any compensable separation. 90 to 15 percent of charges is
canceled if employer rehires claimant after 1-6 weeks of benefits or elaimant
refuges offer of reemployment by employer charged.

5 Charges are omitted for employers who paid claimant less than $40 (Florida) ;
less than 8 times weekly benefit amount (South Carolina) ; less than $395 (Ver-
mont); or who employed elaimant less than 30 days (Virginia) ; not more than 3
weeks (Montang, by regulation), 4 consecutive weeks (New Hampshire), or 5
weeks {(Maine); or who employed elaimant less than 30 days and also i Liere
has been subsogient employment in noncovered work for 30 days or more (Wesh
Virginia); or who employed claimant less than 3 weeks and paid him less than
$120 (Missonri).

¢ Employer who paid largest amounl of hase-period wages (Idaho); law alse
provides for charges to base-period employers in inverse order (Indinna); em-
ployer who paid 75 pereent of base-period wages; if no prineipal employer, benefits
are charged proportionately to sll base-period employers (Maryland).

T Benefits puid based on eredit weeks earned with employers involved in dis-
qualifying aects or discharges or in periods of employment prior to disquulifying
nets o disecharges are charged Inst in inverse order.

* An employer who paid 90 percent of a elnimant’s base-period wages in 1 base
period is not charged for henefita hased on carnings during the next 4 quarters
unless he mnplu,ycd the claimant in sowe part of the 3d or 4th quarter following the
hase period.  Charges omitied for employers who paid claimant less than the
minimum gualifying wages., Twenly percent of the benefits paid to elaitnants
following o disquabifying separation, including those for pregnancy and marital
oldigations, is charged to the employer, exeept that an employer's experience
ratio mny not be inereased by more than (L5 percent in any 12 months as a result
of auch charges.

¥ Charges omitled if elnimant is paid less than minimum qualifying wages (New
itnmpshire, North Carolina, and Oregon) ; and for henefits in excess of the anoint
payable under State Inw (New Hampshire and Oregon).

® Bul nol more than 50 percent of base-period wages il employer makes timely
application.
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TAXATION

TI—6.—Fund requirements for any reduction from stondard rote and for most favorable
schedule, 51 States !

Requirements for any reduction in rates

Multiple of benefits | Percent of payrolls | Requirements for maost
(15 States)

State Mﬂll‘ons paid (2 8tates) favorable schedule *
o
dollars
(9 Btates) | Multiple| Years Per- Years
cent
M.
12 percent of payrolls.

$36 milllon and at least &
percent of taxable pay-
rolls.?

5 percent of payrolls.

$65 million.

4.25 percent of payrolls,2?

$5 million.

& percent of payrolls.

-| $150 millton.

$15 million.
5.75 percent of payrolls,

) $125 milifen.
. eeeeeeenm.| $110 million.
Kansas......_ R t lln percent of payrolls.
11 - . 1

Kentucky 10. .
Louislana.... 12.5 percent of payrolls.
Over $35 million.
.| 10 percent of payrolls.

_| 6.5 percent of payrolls.
Zera or positive halance in
solvency account.
$70 million.
7 percent of payrolis,
7.5 percent of payrolls.
.| Over $26 mllion.

$31 million.
12.5 percent of payrolls.
4 percent of payrolls.
14 percent of payrolls.*
10.5 percent of payrolls.
.| 10 percent of payrolls.
30 percent above mini-
mum safe level.1?

North Carolina. ...
(l\)lorth Dakota. ___.__

Oklshoma. __._____.__ 3.5 tlmes benefits.?
OTEEORN e vvvnmvnanns 3.5 percent of payrolls.
Pennsylvania? _.__.__

Rhode Island......... 7.5 percent of payrolls.

South Corolina__..._.

§ percent of payrolls,
South Dakota..._ ...

$11 milllon.

sllzs million.

------ 4 péroent of payrolls.

2.5 times highest benefit
cost rote.1t

wgslhni}nl;r:o'ﬁ W 5 percent of payrolls.??
West. Vl{gl{lla.' | $60 militon.

nsin . -
Wyoming.__._ 1.5 pereent of payrolls.®

i Excludes Puerto Rico which has no experience-rating provision. When
alternatives are given, the greater applies. See also Tax Table 7.

* Payroll used is that for last vear except as indicated: last 3 years (Connecti-
cut}; average 3 years (Virginin); last year or 3-year average, whichever is greater
{New York); tast year or 3-year average, whichever is smaller (Rhode Island); 5
years (Wyoming). Benefits used are last S-year average (Oklahoma).

31 to 4 ratle schedules but many schedules of different requirements for specified
rates applicable with different ‘“State experience factors.”

* No requircments for fund balanee in law; rates set by agency in accordance
with authorization in law.

{Footnotes continued on next page)
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TAXATION

(Footnotes for TT-6 continued)

¢ And an excess of contributions over benefits charged equal to at least 25 times
the greatest amount of benefits charged in any 1 of the last § years preceding the
computation date.

7 Secondary adjustment is made by issuance of credit certificates when fund
exceeds 4.25 percent of 3-year payroll and contributions in last year excecd bene-
fits by $500,000 (Connecticut); when fund reaches 7 percent and 7.25 percent of
average taxable payrolls in last 3 years (Virginia).

8 Fund requirement is 1 or 2 of 3 adjustment factors used to determine rates.
Such factor is either added or deducted from an employer’s benefit ratio (Florida).
In Pennsylvania reduced rates are suspended for employers whose reserve account
halance is zero or less.

? Suspension of reduced rates is effective until next Jan. 1 on which fund equals
$45 million (West Virginia); at any time, if ageney decides that emergeney oxists
(Maine and New Hampshirc). In Montana reduced rotes are suspended when
fund falls below $18 million for 2 years and remains suspended until fund returng
to $26 million.

' Rate schedule applicable depends upon “fund solvency factor.” A 2.5 factor
required for any rate reduction and a 6 factor required for most favorable rate
schedule. See sec. 240.01 potential maximum annual benefits payable in the
next year. -

1 Fund requirement expressed as I} times the potential maximum annual
benefits payable in the next year.

12 “Minirnum safe level” defined ag 1.25 times the amount of benefits pnid in the
consecutive 12-month period of highest costs ditring the 7 consceutive years
preceding the eomputation date (Ohio). “‘ITighest benefit cost rate’” determined
by dividing the highest amount of benefits paid during any consecutive 12-nenth
period in the past 5 years by total wages during the 4 calendar quarters ending
within that period (Vermont).

M See footnote 13, Tax Table 1.

14 Raies are reduced by distribution of surplus, but only if it is at least 10 pereent
of last ycar's contributions; surplus is lesser of (1) the excess of the fund over 4
times last year's contributions, and (2) 40 percent of such contributions.

T1-12
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TAXATION

TI-7.—Fund conditiens under which least favorable schedule is applicable, 19 States’
without provision for suspension of reduced rates

Indicated fund {s less than—

Range ol rates
Mulitiple of bene- Percent of payrolls
State Fund Mil- fits paid
uo:t\s
0

dollars | Multi- | Years Per- Years Mini- | Maxi.

ple cent mum { mum
Alabama_. . 0.5 3.6
) 4.0
1.8 3.7
11. 8 i4.5
.18 4.2
.1 4.0
.6 158
.7 4.5
.5 4.4
1.3 3.2

14,2
North Carolina_.._ 47
North Dakota__ 4.2
Chio_ .. ... 4.7
Rhode Istand. ... 4.0
South Carolina 4.0 L::gtel 1.3 4.1
Tonnessec. .. - . 10 4.0
Vermont. - 1.5 4.5
Virginla. _. . 10} 27
Wisconsin.____._._| Trust_____ ‘0 4.3

! Excluding Alaska where only I rate schedule exists; Florida where all rates
are increased by addition of an adjustment factor when the fund fails below 4
percent of taxable payrolis in the preceding year; Nebraska where rates are sct
by the Commission; Pennsylvania and Texas where individual rates vary with
the State adjustment factor and State experience factor, respectively.

1 State experience factor is doubled when fund is less than I.5 times product
of the highest taxable payroll in last 3 years and the highest benefit-payroll ratio
in last 10 years. .

! Maximum rate increases up to 6.6 percent in 1969.

$ Includes maximum additional contributions except for Wisconsin, where
solvency centributions may he required. See footnote 15, Tax Table 1. In
Delaware supplemental contributions are required when fund falls below “safety
balance,” which is the produet of total payrolls in last year and the “solvency
factor” (an amount cqusl to 1.5 times the highest benefit costs for a l-ycar
period within the last 15 years).

& Individual rates are determined by adding the crployer’s experience ratio
to the minimum rate, which varies from 0.7 percent if the fund bsalance is less
than $50 million to 0.1 percent if the fund balance iz $70 million or more.

¢ Or contributions, if greater.

* In Ohio, when fund balanee is 60 percent below “minimum safe level” (de-
fined as 1}4 times the amount of benefits paid in the 12-month period of highest
costs during the 7 consecutive years preceding the computation date). In
Vermont, when "current fund ratio” (determined by dividing the fund balance
by total wages in a calendar year) is less than the “highest benefit cost rate”
(aee footnote 12, Tax Table 6). In Wisconsin, when net benefits paid in last
year ate lesa than 1.4 percent of gross wages in State.

* Rates increase by Y of the difference between fund balance and 6 percent of
average toxable payrolls for last 3 years.
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TAXATION

(Footnotes for TT-8)

*Effective January 1, 1966,

! Fignres shown apply to employers with sufficient experience under the State
law to qualify for reduced rates. The schedule shown for Arkansas, which
provides separate schedules for rated employers with 1, 2, and 3 years of experi-
enee, is the schedule for those with 3 years of experience. The schedule shown
for Michigan is for employers whose accounts could have been chargeable with
benefits for at ieast 36 months. Rated cmployers with less expericnce are
assigned rates ranging from 0 to 4.0 percent.

3 Ratc year begins July I. Rates shown are for July 1, 1965-June 30, 1966
{Maine, Maryland, New 1Iampshire, New Jersey, Tennessee).  Rate year begins
Apr. 1; rates shown are for year beginning Apr. 1, 1966 (Alabama).

3 Excluding Idaho which arrays employers' payrolls in order of their reserve
ratios and assigns rates on Lhe basis of rate classes.

* Reserve ratio relates employers’ reserve balanee to lagt year's payroll or an
average annual payroll for 2 3-year period.  Sehedules for Indiana, Kentucky,
North Carolina, and South Dakota, where reserve balanee is related to 3-year
aggregate payroll, are converted in fterms of average annual payroll for the 3
vears for purposes of comparison.

5 Only rates which fall at the lower limit of cach interval are shown. In States
noted, the intervals in the schedules vary from those shown. Lower rates than
those shown may thus be applicable within the samec interval; for cxample,
although the rate shown for the reserve-ratio interval of from 5.5 to 6 pereent
in Michigan is 2.8 percent, employcrs with ratios within this interval may be
assigned rates of 2.8 percent (for rutios of from 5.4 to 5.0 pereent), 2.6 percent
(for ratios from 5.6 to 5.8 pereent), or 2.4 percent (for ratios from 5.8 to 6 poereent}).

" Rates shown include 1.0 percent additional contribution required of em-
ployers (California) and 0.5 (Ohio); subsidiary contributions of 0.7 pereent (New
York); solveney rate of 0.6 percent which is not added to the regular contribution
rale (Rhode Island}; solvency rate of 0.1 pereent which may be deducted from
current econtributions or from the account of an employer whose rate is under
3.7 pereent unless he cleets to have the solvency contributions added to his
regular contributions (Wisconsin); surtax of 0.5 percent (Wyoming).

! Rate of 0.7 percent for reserve ratio of ab least 19.0 pereent (Maine); 4 rates
from 2.7 to 3.0 pereent for benefic wage ratios of 17.4 to 19.4 pereent and over
(Delaware), and 16 rates from 2.5 to 4.0 percent for hencfit wage ratios of
17.5 1o 28.215 percent and over at intervals of 0.1 percenl (Illinois).

¥ Rates increase with size of negalive balance percontage: 6 cates, 3.0 to 1.2
pereent (Georgia); 3 rales, 3.5 to 3.9 poreent (Massachuselis); 3 rates, 4.8 to 5.1
pereent (Michigan); 4 rates, 2.8 to 3.7 pereent (New Hampshire); 10 rates, 2.9
to 4.7 pereent (North Carolina); 2 rates, 4.6 and 4.7 percent (Ohio); 3 rales, 3.2
o 3.4 perecnt (Rhaode Island); 4 rales, 3.05 o 4.1 pereent (Houth Caroling); 5
rales, 3.0 o 4.0 pereent but no more than 3.0 percent if contributions excecderd
b(:ne_ﬁljs for the last 3 years (Tennessee); and 3 rates, 4.0 to 4.4 percent (Wis-
consiny,

¥ llowewver, no cmiployer’s rate may exceed 2.7 percent with regpect to the fiest
$20,000 of covered wages paid by him during any calendar quarter (Illinois);
cmployers may pay ot rate of 4.0 pereent with respect Lo certain short duration
operations {Missouri}; if during past 10 years, contributions cxceeded bencefils,
rate is 3.1 pereent, (New Jersey); if employer’s account hag rogistered o negntive
batunce as of the computation date and as of the previous computation date,
riate is 3.9 percent, (New York); whenever an employer has o quarterly payroll
in excess of his established average annual payroll, his rate beeomes the standard
rate of 4.2 pereent effeclive with the eurrent quarter and for the rest of the
calendar year (North Dakota).

® Exeluding Oregon and Vermool which array employers’ payrolls in order
of their benelit ratios and assign rales on the basis of rate classes and Pennsyl-
vania which assigns Tates on the bosis of 3 factors which vary in part ascording
Lo each employer’s individual experience.
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